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SUBPART 5328.1--BONDS 

5328.103 Pe r fo rmance and payment bonds for other
than construction contracts.

5328.103-1 General. Performance and payment bonds shall
not be required in other than construction contracts unless
there is a documented history of prior default by contractors
in the par ticular type of wo rk to be accomplished.
A dd i t i o n a l ly, documentation of the inherent or re c u rri n g
nature of such defaults, and the reasons therefore must be
prepared before a determination to use such bonds can be
m a d e. In such cases, the determ i n ation to use bonds shall
identify the protection sought from the bond wh i ch is not
already provided by the Government Property, Protection of
Government Buildings, Equipment and Vegetation, and the
Service Contract Act clauses, or contractor's liability insur-
a n c e. Add i t i o n a l ly, such determ i n ation shall quantify the
value of the protection affo rded by the bonds and we i g h
this against the cost of bonding. The determination to use
performance and payment bonds shall be made based upon
c a reful consideration of the merits of each situation. Th e
d e t e rm i n ation to re q u i re bonds in base level nonconstru c-
tion services contracts shall be ap p roved by the chief or
deputy chief of the base contracting office. Areas of consid-
eration in establishing bonding requirements are as follows: 

(1) Rates sureties/insurance companies charge for bonds are
based on the full contract pri c e, not a perc e n t age there o f.
Thus, when requiring bonds, the amount shall not be speci-
fied as a percentage of the contract price. 

(2) Rates charged for a specific penal sum are considerably
higher than rates ch a rged based on contract pri c e.  Th u s ,
unless the additional cost can be justified, a particular penal
sum shall not be specified. 

(3) Payment bonds are norm a l ly incorp o rated in perfo r-
mance bonds. Thus, sep a rate payment bonds need not be
requested. 

(4) Added bonding coverage does not automatically occur
when options to extend the period of performance are exer-
c i s e d. Thus, if bonds remain ap p ro p ri at e, the contra c t i n g
officer shall verify the existence of the bond. 

(5) Insurance companies executing bonds using a limited
p ower of at t o rn ey shall submit evidence with the bond to

show that the attorney, in fact, has complied with the limita-
tion. These powe rs of at t o rn ey ge n e ra l ly ap p ly to bonds
with a Small Business Administration (SBA) guara n t e e
i n d e m n i fi c ation. The SBA Fo rm 990, Guara n t e e
Agreement, is acceptable evidence. Marking Block 41b of
AF Form 3012, Contract Bonds Checklist, will indicate that
the proper forms have been received and reviewed. 

5328.104  Annual performance bonds. All annual perfor-
mance bonds for contracts other than construction contracts
shall be submitted in duplicate to HQ AFMCLC/JAN fo r
review, approval, and subsequent filing of the original with
the ori ginal contract. Use Standard Fo rm 35, Annu a l
Performance Bond. Such bonds are not authorized without
prior approval of HQ AFMCLC/JAN. 

5328.106 Administration. 

5328.106-6 Furnishing info rm ation. (c) The contra c t i n g
officer is designated to provide certified copies of payment
bonds and contracts to the individuals described in FA R
28.106-6(c). 

5328.106-90 Review of bonds and notification of surety.
All performance and payment bonds (except annual bonds,
see 5328.104 and 5328.190) and all consents of surety shall
be reviewed by the contracting officer using AF Form 3012,
Contract Bonds Checklist. When doubt of legal sufficiency
exists, obtain the advice of the staff judge advocate serving
the facility. The contracting officer shall include a copy of
all applicable bonds and consents of surety in the contract
file. 

5328.190 Bid guarantees for supply contracts. All annual
bid guarantees shall be submitted in duplicate to HQ AFM-
CLC/JAN for review, approval, and subsequent filing of the
original with the original contract. When a contractor indi-
cates in its bid that it has an annual bid bond on file, verifi-
cation may be obtained from HQ AFMCLC/JAN. 

SUBPART 5328.3--INSURANCE

5328.304 Risk pooling arrangements. Air Force contract-
ing offi c e rs re s p o n s i ble for contract administration func-
tions on contracts for wh i ch contract administration is
retained by the Air force are designated as the point of con-
tact for each arrangement.
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5328.305 Overseas workers' compensation and war haz-
ard insurance. (d) Requests for waivers shall be submitted
t h rough the  HCA to the Deputy Assistant Secre t a ry
(Contracting) (SAF/AQC).

5328.307 Insurance under cost-re i m bu rsement con-
tracts.

5328.307-1 Group insurance plans. (a) Prior ap p rova l
re q u i rement. Group insurance plans under cost-re i m bu rs e-
ment contracts for which contract administration is retained
by the Air Force shall be submitted for approval to the Air
Force contracting officer responsible for contract adminis-
tration.

5328.307-2 Liability. (b) General Liability. The vast major-
ity of contractors carry primary insurance on a comprehen-
s ive policy and supplement the pri m a ry limits of liab i l i t y
with umbrella liability cove rage. Umbrella policies fo l l ow
the fo rm of the pri m a ry insurance and provide add i t i o n a l
limits and cove rage. The insurance marketplace re q u i re s
va rying amounts of pri m a ry liability to underlie their
u m b rella cove rage and these amounts are fre q u e n t ly less
than the $500,000 re q u i red by FAR 28.307-2(b). FA R
28.307-2(b) does not require only comprehensive form cov-
erage. Contracting officers should accept umbrella policies
in addition to compre h e n s ive pri m a ry insura n c e, as ev i-
dence of FAR-required insurance coverage. For example, a
c o n t ractor having $200,000 in ge n e ral liability cove rage
and, in addition, $500,000 in umbrella form liability cover-
age should be considered in compliance with the $500,000
requirement of FAR 28.307-2(b). 
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